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2 Forecasts of the Scottish economy 
Grant Allan, Fraser of Allander Institute 
 
Abstract  
Economic growth in Scotland appears to have slowed towards the end of the year, partly driven by the 
knock-on impacts of reduced activity in the North Sea driven low a low oil price. Investment and 
domestic expenditure held up growth through the year as a whole, pointing to a domestically-supported 
growth model for the short term. Looking forward, the external environment for Scottish exports appears 
to have weakened since our last Commentary, in particular in developing countries, but also with 
downgrades WRJURZWK IRU WKH86$DQG WKH8.DVDZKROH ZLWK WKH UHVWRI WKH8.EHLQJ6FRWODQG¶V
largest export market). Additionally, with uncertain future investment spending, slowing growth to 
nominal incomes and the likelihood of a continued and prolonged period of low oil prices we have 
revised down our forecasts for economic and job growth over the next two years. 
Households 
It is evident from Figure 1 that domestic spending has driven a considerably portion of economic activity 
in Scotland through 2015. In the latest quarter (Q3 2015) household and government expenditure growth 
contributed 0.9% and 0.3%. Growth from Gross Fixed Capital Formation (GFCF) ± that is, Investment - 
contributed 0.2%, well down from the spectacular figures seen in the first two quarters of the year (1.2% 
and 0.7%). (Incidentally, that Q1 contribution from GFCF was the greatest single quarter figure since the 
third quarter of 2006. On average, between Q1 2012 and Q3 2015, household consumption has 
contributed 0.7 percentage points to nominal quarterly growth, with Gross Fixed Capital Formation and 
Government (only) contributing 0.7 and 0.1 points respectively).  Net trade has contributed an average 
of minus 2.0 percentage points over the same period. We return to the outlook for Scottish exports, 
however it is clear that these have been affected by developments in international markets (particularly 
WKH (XUR]RQH DQG LW LV FUXFLDO IRU 6FRWODQG¶V HFRQRPLF KHDOWK WKDW WKH IDFWRUV XQGHUSLQQLQJ WKLV
ZRUVHQLQJRI6FRWODQG¶VWUDGLQJSRVLWLRQLVXnderstood.  
Figure 2 shows that the volatility of (real) consumption spending growth continues to be greater in 
Scotland that the UK as a whole, and that consumption expenditure since the start of 2011 has grown 
reasonably strongly (aside from a sharp reduction in Q4 of 2014 which was more than offset by a strong 
rebound in Q1 2015). In the most recent quarter for which data is available (Q3 2014), consumer 
spending grew by 0.68% in Scotland and 0.73% in the UK as a whole. Figure 3 shows that the savings 
rate in Scotland, although mirroring the fall in the UK as a whole, has fallen much more sharply through 
2015 (down by 2.8 percentage points since the end of 2014, while the saving rate has fallen by 0.9 
percentage points in the UK). The latest Scottish Retail Sales Index suggest that in the final quarter of 
2015 growth in Scotland in the (nominal) volume of sales rose by 0.6%, while they rose by 1.1% in Great 
Britain as a whole. On a value basis, retail sales fell by 0.3% in Scotland while they rose by 0.1% across 
Great Britain.  
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Figure 1: Contribution to nominal quarterly growth, Scotland, Q1 2012 to Q3 2015 (% points q-on-q) 
 
Sources: Scottish National Accounts Project (SNAP) data (Scottish Government) and Fraser of Allander Institute 
(FAI) calculations. The columns shows the percentage point contribution of each element to quarterly Scottish 
(nominal) GVA growth, while the solid black line shows nominal GVA growth for Scotland for each quarter, e.g. in Q3 
2015, household and government and Gross Fixed Capital Formation (GFCF), i.e. investment, contributed positively 
to (nominal) growth in that quarter, while net trade contributed negatively. 
 
Figure 2: Household real consumption spending growth, Scotland and UK, Q1 2000 to Q3 2015 (% q-
on-q) 
 
Sources: Scottish National Accounts Project (SNAP) data (Scottish Government) and UK Quarterly National Accounts (National 
Statistics) and FAI calculations.  
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Figure 3: Household savings ratio, Scotland and UK, Q1 2000 to Q3 2015, % 
  
Sources: Scottish National Accounts Project (SNAP) data (Scottish Government) and UK Quarterly National 
Accounts (National Statistics) and FAI calculations.  
Investment 
 
Figure 4: Real gross fixed capital formation, Scotland and the UK, Q1 2010 to Q3 2015 
 
Sources: Scottish National Accounts Project (SNAP) data (Scottish Government) and UK Quarterly National 
Accounts (National Statistics) and FAI calculations.  
Figure 4 shows comparable figures for Scotland and the UK for investment spending between Q1 2010 
and Q3 2014. These suggest that investment spending in Scotland and UK are about 24% and 22% 
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above its average from 2011, and the strong increase in investment spending has continued through the 
middle of 2014 and into the first half of 2015 (this is consistent with the contribution to growth seen in 
Figure 1). ONS data on activity in the Construction sector suggests that Scotland has seen the greatest 
increase in activity in the year (up 20% in nominal terms). Detailed data suggests that this is in part due 
to above average activity in new housing, as well as a significant rise in infrastructure activity. In the year 
to Q3 2015, nominal activity in New Infrastructure work has increased by 57% in Scotland, making it the 
second fastest growing region of the UK on this measure ± behind Wales - and first on the level of 
infrastructure construction activity in that quarter. 
Trade 
Latest exports from Scotland were reported on the 26th of January 2015 in the Global Connections 
6XUYH\ QRZ UHQDPHG ³([SRUW 6WDWLVWLFV 6FRWODQG´ 7KHVH DUH IDU IURP WLPHO\ GDWD LQ WKDW WKH ODWHVW
figures relate to 2014, and additionally they are denominated in nominal terms. Notwithstanding these 
significant limitations, they do provide a useful identification of the sectoral composition of exports from 
the Scottish economy, as well as information on the destination markets for Scottish goods and services. 
Now included in this series is an estimate of exports to the rest of the UK as well as to international 
markets. These data suggest that exports to the rest of the UK constituted 64% of all exports from 
Scotland in 2014, an increase of five percentage points since 2002. Between 2013 and 2014, exports to 
the rest of the UK had increased by 3.2% (in nominal terms). In total, £48.5 billion worth of exports leave 
Scotland for the rest of the UK. 
The international (i.e. non-UK) exports data show another picture. Between 2013 and 2014 there was a 
reduction of £920 PLOOLRQLQ6FRWODQG¶VLQWHUQDWLRQDOH[SRUWVZLWKDIDOOLQWKHYDOXHRIH[SRUWVLQ
³&RNHUHILQHGSHWUROHXPDQGFKHPLFDOSURGXFWV´± where activity was hit by the short-term disruption at 
the Grangemouth refinery at the end of 2014 ± and Whisky (down 7%), as well as reduction in 
³&RPSXWHUHOHFWURQLFDQGRSWLFDOSURGXFWV´GRZQ 
7KH VL[ WRS GHVWLQDWLRQV IRU 6FRWODQG¶V LQWHUQDWLRQDO H[SRUWV DUH E\ YDOXH WKH 86$ 1HWKHUODQGV
)UDQFH*HUPDQ\1RUZD\DQG,UHODQG ,QDOORI6FRWODQG¶V LQWHUnational exports are to European 
markets, with 42% to markets in the European Union (EU). These are down from 64% and 54% 
respectively over the period since 2002, with EU exports having grown more slowly than non-EU exports 
over the period. 
We can use thesHGDWDWRDQDO\VHWKHJURZWK LQ6FRWODQG¶VH[SRUWVE\WKHLU³GHVWLQDWLRQ´PDUNHW1RWH
WKDWWKLVGRHVQ¶WQHFHVVDULO\UHODWHWRZKHUHWKHJRRGRUVHUYLFHVLVFRQVXPHGDVWKHVHGDWDFRPHIURP
the destination of the exports from Scotland and so relate to theiU ³ILUVW´ GHVWLQDWLRQ )XUWKHU ZH FDQ
breakdown the period between 2002 and 2014 into three parts:  
1. WKHSHULRGSULRUWRZKHQ6FRWODQG¶VH[SRUWVIHOOWRWKHLUORZHVWYDOXHLQQRPLQDOWHUPV 
2. The period leading up to the Great Recession ± i.e. 2005 to 2009 
3. The period since 2009  
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Table 1 shows that over the period as a whole (given in the final column) the value of all Scottish exports 
has risen by 2.6% per year (again this has it been adjusted for inflation). EU exports in this period have 
averaged growth of 0.5% pa, while non-EU exports have grown by 4.7% pa. Much of the difference over 
the period from 2005 has been driven by the period up to 2005, when EU exports fell by 8.0% and total 
exports fell by 3.2% (recall, EU exports comprised a majority of all exports at the start of this series). 
Between 2005 and 2009, export performance was broadly similar for EU and non-EU markets.  
However, since 2009 the prolonged recession and recovery in the EU and Eurozone countries has had a 
damaging impact on 6FRWODQG¶s exports to the EU growing by 2.6%, while exports to non-EU markets 
rose by an average of 6.4% per year. 
 
Table 1: 6FRWODQG¶VLQWHUQDWLRQDOLHQRQ-UK) export growth in nominal terms, % average annual growth 
rate, selected periods 
 2002 
to 
2005 
2005 
to 
2009 
2009 
to 
2014 
2002 
to 
2014 
Total international exports -3.2 5.0 4.3 2.6 
EU exports -8.0 4.7 2.6 0.5 
Of which1     
Netherlands -3.2 7.9 -4.0 0.0 
Germany -9.5 0.9 6.8 0.6 
France -9.7 4.6 2.7 0.0 
Ireland -8.3 6.9 6.1 2.6 
     
Non-EU exports2  0.6 5.9 6.4 4.7 
Of which     
North America 5.3 3.6 5.7 4.9 
Rest of Europe -7.4 8.3 5.2 2.9 
Asia 0.7 5.8 3.1 3.4 
Middle East -2.7 6.1 10.7 5.7 
South America 1.0 12.1 12.5 9.4 
Africa 3.6 13.1 7.4 8.3 
Australasia -1.4 11.4 8.4 6.9 
Sources: Export Statistics Scotland (Scottish Government) and FAI calculations. Notes: figures given are compound 
average annual growth rates over the periods stated. 1 = The four largest EU export markets are shown. Overall EU 
exports account for 42% of all Scottish international exports during 2014. 2  ³1RQ-(8H[SRUWV´UHIHUVWR³7RWDO5HVWRI
WKHZRUOG´VHULHVZKHUHWKLVDQGDOOGDWDIRUWKLVWDEOHDUHVRXUFHGIURP7DEOHRIVWDWHGSXEOLFDWLRQ 
The most recent data on Scottish manufacturing exports to the rest of the world were released on the 
20th RI -DQXDU\  ³,QGH[ RI 0DQXIDFWXUHG ([SRUWV´  7KRXJK GHILQLWLRQV YDU\ VOLJKWO\ WKH ODWHVW
([SRUW 6WDWLVWLFV 6FRWODQG VHULHV VXJJHVWV WKDW WKH EURDG ³0DQXIDFWXULQJ´ GHILQLWLRQ RI H[SRUWV VKRZV
that these now only account for 52% of all Scottish exports, while exports of services have tripled since 
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the series started in 2002. This latest data show that in the third quarter of 2015 overseas manufacturing 
exports fell by 0.4%. There were declines in the Metals and Metals Products, Non-metallic, other 
manufacturing and repair, while there were increases in Food exports (up 17.3%): Drink exports were 
flat in the quarter (and have been flat now for almost two years). The overall quarterly decline was the 
first in this series since the same quarter in 2014, however the history of this exports series ± which 
dates back to 1999 on a quarterly basis - VKRZV WKDW 6FRWODQG¶V PDQXIDFWXUHG H[SRUWV KDYH EHHQ
broadly flat in real terms for the past thirteen year, since the start of 2003.  
Table 2 shows the forecasts for growth in key global markets for Scottish products through 2016 and 
2017. We discuss issues relating to the country-VSHFLILFLVVXHVLQ6FRWODQG¶VPDMRUH[SRUWPDUNHWVODWHU
Since our last forecasts in November 2015, economic forecasts have typically been revised down. The 
2(&'¶V³,QWHULP(FRQRPLF2XWORRN´RI)HEUXDU\QRWHGWKHGRZQZDUGUHYLVLRQVWRWKHLU IRUHFDVWV
since November 2015: including a 0.3% downward revision for global growth in 2016 (down to 3.0%) 
and the same downward revision to their estimate of growth in 2017 (down to 3.3%). Identical negative 
UHYLVLRQVWKH2(&'¶VJURZWKIRUHFDVWVIRUERWK\HDUVZHUHPDGHIRU WKH8.ZKLOHJURZWK LQWKH(XUR
area was forecast to grow by 2.0 and 2.2% in 2016 and 2017, down by 0.5 and 0.2 percentage points 
IURPWKH2(&'¶VHDUOLHUIRUHFDVWV 
 
Table 2: (FRQRPLFJURZWKIRUHFDVWVIRUDQGIRU6FRWODQG¶VPDMRUH[SRUWPDUNHWVLQFOXGLQJ
UK, China, Japan and the Euro area, % p.a. 
  2016 2017 
 
Share of total 
(i.e. 
international 
and rest of 
the UK) 
exports, % 
20141 
IMF 
(January 
2016) 
OECD 
(February 
2015) 
Revision since 
last forecast 
IMF 
(January 
2016) 
OECD 
(February 
2016) 
Revision since 
last forecast 
 
 
  IMF OECD   IMF OECD 
USA 5.2 2.6 2.0 -0.2 -0.5 2.6 2.2 -0.2 -0.2 
Netherlands 2.5 - - -  - - -  
France 2.4 1.3 1.2 -0.2 -0.1 1.5 1.5 -0.2 -0.1 
Germany 2.4 1.7 1.3 +0.1 -0.5 1.7 1.7 +0.1 -0.3 
Norway 1.6 - - -  - - -  
Ireland 1.5 - - -  - - -  
          
United 
Kingdom 
63.8 2.2 2.1 0.0 -0.3 2.2 2.0 0.0 -0.3 
China 0.7 6.3 6.5 0.0 0.0 6.2 6.2 0.0 0.0 
Japan 0.5 1.0 0.8 0.0 -0.2 0.3 0.6 0.0 0.1 
Euro area - 1.7 1.4 +0.1 -0.4 1.7 1.7 +0.1 -0.2 
Sources: World Economic Outlook Update (International Monetary Fund, IMF, January 2016) and Economic Outlook 
(Organisation for Economic Cooperation and Development, OECD, November 2015) Notes: 1 = Sourced from Export 
6WDWLVWLFV6FRWODQG³-´LQGLFDWHVDFRXQWU\IRrecast is not produced. 
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For the UK in particular, the average of new forecasts for 2016 as of the time of writing is 2.2%, and 
range between 1.5% and 2.6% (although there are only four of the 41 forecasting organisations included 
LQ WKH 7UHDVXU\¶V SXEOLFDWion forecasting UK growth below 2% in 2015). The Office for Budgetary 
Responsibility (OBR) forecasts for 2016 and 2017 are 2.4% and 2.4% respectively, and these were 
produced in November 2015. Forecasts for 2017 average 2.3%, and range between 1.2% and 3.0% 
(HM Treasury, 2015). 
Forecasts for the Scottish economy: detail 
We look at the likely impacts in this section on both the domestic and external economic environment for 
Scotland over the years 2015, 2016 and 2017. It may seem paradoxical to still be forecasting 2015 over 
two months into 2016, however we do not yet have a first estimate of the performance of the Scottish 
over the final quarter of the year just past, by which point we will have the first full picture of the 
economic growth in that year.  
The evidence up to the third quarter of 2015 suggested that the Scottish economy was performing less 
VWURQJO\WKDQLWKDGEHJXQWKH\HDUDQGWKLVZDVSDUWO\GULYHQE\WKHVLJQLILFDQW³VKDNHGRZQ´RIRLODQG
gas-related activity in the North Sea, as the related consequences of the continuing low oil price on 
exploration and investment activity in this economic area. Although this has had a particularly damaging 
impact on the economy of the North East of Scotland, the impact has been felt across the Scottish 
economy as a whole, as the sectoral results in the Outlook and Appraisal section identify. Very positive 
numbers through the first three quarters for investment and household spending appears to have been 
sufficient to ensure that overall Scottish growth was positive in these quarters of 2015. Our latest 
³QRZFDVW´GDWDVXJJHVWs that growth has been positive in the final quarter of 2015, although down from 
our earlier nowcasts. We are thus holding our forecast for Gross Value Added (GVA) growth in 2015 
constant at 1.9%. This is broadly in line with trend economic growth of the Scottish economy over the 
last forty years, although is below the growth seen in the UK in 2015 (the first estimate of growth for the 
final quarter of 2015 was published in January at 0.5%, with an increase of 2.2% over the year). In 
1RYHPEHU¶V &RPPHQWDU\ Ze discussed the apparent divergence between Scottish and UK growth 
towards the end of 2015, and this appears likely to have manifest itself in a lower growth rate in Scotland 
for the year as a whole.  
,Q0DUFK¶V&RPPHQWDU\ZHDUJXHG LWZDV OLNHO\ WKDt Scottish economic activity would be more 
negatively affected by the drop in the oil price than the UK as whole. Great challenges remain for the oil 
and gas sector: the price has remained low for longer than was expected one year ago, and it seems 
unlikely that it will rebound to higher prices in the near-term or return in the medium-term to the prices 
seen during the three years prior to autumn 2014. With lower prices, comes a challenge for firms and 
operators, as well as opportunities in decommissioning of the existing infrastructure and facilities: this is 
likely to be more successful for the future of the sector when it is able to occur at a time of relative 
stability, and not driven by short-term decision making. Oil and Gas UK data suggest that in 2014 
decommissioning accounted for roughly £1 billion of expenditure in the UKCS, in contrast to capital and 
operating expenditures of £14.8 billion was £26.6 billion respectively (Oil and Gas UK, 2015). 
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Looking to the longer term, it is clear that the domestic demand ± particularly expenditure by 
households, but also investment expenditure ± are likely to continue to drive much of the continuing ± 
though  slow - economic recovery through the next two years as the external environment remains weak 
and subject to volatility, and has worsened since our November 2015 forecast. With George Osborne, 
WKH8.&KDQFHOORURIWKH([FKHTXHUZDUQLQJRID³GDQJHURXVFRFNWDLORIULVNV´WRWKH8.HFRQRP\DWWKH
start of 2016, and greater uncertainty in the financial markets, the external environment offers little by 
ZD\RIFRPIRUW7KH2(&'ZDUQHGRI³ZHDNJOREDO WUDGHDQGSDVWFXUUHQF\DSSUHFLDWLRQKROGLQJEDFN
H[SRUWV´LQLWV1RYHPEHUµ2XWORRN¶ZLWKIRUHFDVWVRIJOREDOJURZWKRIDQGUHVSHFWLYHO\± well 
below recent rates. It points to particular downward revisions to growth from developing countries, 
including Brazil, but also the Middle East, as these economies struggle with an oil price now expected to 
stay at or near its current price for longer that previously forecast.  
Recent PMI evidence for the Eurozone from Markit (22nd February 2015) recorded the lowest measure in 
RYHU D \HDU DOWKRXJK WKH LQGH[ VWLOO VXJJHVWV DQ ³H[SDQVLRQ´ LQ FXUUHQW DFWLYLWLHV DOWKRXJK QRW IRU
France), with growing evidence of deflation. After beating forecasts, US monthly Non-Farm payroll data 
on employment rose by 151,000 in February 2016, around 40,000 below expectations. This followed 
strong employment growth through 2015, with household incomes rising and spending positively 
impacting on employment, wealth and activity in the construction sector. Further, the US continues to 
see little signs of inflation that would trigger a further increase in interest rates, which were raised by the 
Fed by 0.25 percentage points at its December 2015 meeting in the first sign of an attempt to 
³QRUPDOLVH´LQWHUHVWUDWHVIURPWKHXQSUHFHGHQWHGPRQHWDU\LQWHUYHQWLRQVVLQFHWKHJOREDOILQDQFLDOFULVLV
RI,QGHHGLWLVWKH)HG¶VILUVWLQFUHDVHLQ86LQWHUHVWUDWHVVLQFH 
For the domestic economy, there is strong growth in employment in the UK, with historic highs to the 
QXPEHUV LQ HPSOR\PHQW LQ 6FRWODQG D JURZLQJ SRSXODWLRQ SOXV WKH ZLQGIDOO JDLQV RI ³ZHDOWK´ HIIHFWV
IURPULVLQJKRXVHSULFHV7KH%DQNRI(QJODQG¶VODWHVW LQIODWLRQUHSRUWQRWHV a slowing to wage growth, 
albeit that with low consumer price inflation real earnings are rising. The Bank also suggest that slower 
productivity growth is impacting on wage growth, as has the growth in low skills within the labour force 
overall.  It notes WKDW³UROHVWKDQWHQGWREHDVVRFLDWHGZLWK ORZHUSD\VXFKDVORZHU-skilled positions, 
have continued to form a larger-than-XVXDOVKDUHRIQHWHPSOR\PHQWJURZWK´%DQNRI(QJODQGE
p. 25). More details on the composition of the growth in employment in Scotland on the recent data are 
given later in the Labour Market Section of the Commentary.  
The Bank of England also identified faster than expected growth in business investment in the latest 
data for 2015, as well as the contribution of significant (around 20%) falls in investment growth in the oil 
H[WUDFWLRQLQGXVWU\RYHUWKHODVWPRQWKV,WGRHVQRWHWKDWH[WUDFWLRQLQYHVWPHQWLV³LPSRUW-LQWHQVLYH´
and is therefore likely to have a lower impact on the UK as a whole than if it was entirely locally (i.e. UK) 
purchased (although it is likely that the UK-content of such expenditures is likely to impact more 
significantly in Scotland). 
Overall, this discussion points to a domestic-supported growth model, driven by household and 
investment spending, with a worsening external environment for Scottish exports. With a slowing growth 
to nominal incomes and uncertain investment spending, and the likelihood of a continued and prolonged 
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low oil price (including the knock-on effects of continued reductions in expenditures in the oil and gas 
sector), plus an external environment that has worsened since our previous forecast in November 2015 
therefore, we have revised down our forecasts for 2016 and 2017. These latest results are given below. 
Fraser of Allander Institute forecasts: 2015, 2016 and 2017 
In this section of the Commentary, we forecast year-on-\HDUUHDOJURZWKLQ6FRWODQG¶VNH\HFRQRPLFDQG
labour market variables. In this issue, we forecast all variables for 2015, 2016 and 2017. (The growth of 
the Scottish economy in the final quarter is published in mid-April 2016 which will complete our first 
understanding of Scottish economic performance during 2015). 2XU IRUHFDVWV FRYHU6FRWODQG¶V*URVV
Value Added (GVA), employee jobs and unemployment. The model used is multi-sectoral, and where 
useful, results are reported to broad sectoral categories. 
We begin with the forecasts for GVA growth in the Scottish economy. The growth performance of 
Scotland between 2010 and 2014 and our forecasts for the period to 2017 are shown in Figure 5. This 
also includes our upper and lower forecasts growth. As previously, the range around the central forecast 
is based on our past forecast accuracy of the first release of growth data for the year.  
 
Figure 5: Forecasts of annual real GVA (%) growth for Scotland, 2010 to 2017 
 
Sources: Fraser of Allander Institute forecasts, March 2016 
Based on earlier forecasts between 2000 and 2014, the mean absolute error of FAI forecasts in the 
spring period and growth in the year previously (i.e. 2015 in this forecast) is 0.16 percentage points. 
Growth forecast errors made in spring for the year currently in progress (i.e. our current forecast for 
2016) are 0.64 percentage points. This gives the range for the upper and lower bands in 2015 and 2016. 
While our past forecast error for the year subsequent to the year in progress (i.e. made now for the 
calendar year 2017, which is our longest forecast horizon: recall, we will not know the true value for 
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growth in 2017 until April 2018) forecast horizon is 1.37 percentage points. This is used to give the range 
around our central forecast for 2017. 
Relative to our November 2015 forecasts we have now revised down our central forecast for GVA 
growth in 2016 from 2.2% to 1.9% (i.e. a downward revision of 0.3 percentage points) and largely driven 
by apparently slowing income growth, a weakening of strong domestic investment growth and a longer 
than expected period until a recovery in oil prices which is dampening overall investment expenditure 
activity. Our forecast for 2017 has been revised down from 2.5% to 2.2%, largely as a result of the 
generally weaker outlook for export markets over the longer term. We have held our forecast for annual 
growth in 2015 constant at 1.9% (incidentally, this is the same as our March 2013 forecast for growth in 
2015). 
For comparison purposes, recall from earlier that tKH 8.¶V 2IILFH IRU %XGJHWDU\ 5HVSRQVLELOLW\ 2%5
forecast for growth in 2016 (made in November 2015) and the median of new independent growth 
forecasts for the UK in 2016 are 2.4% and 2.2% respectively, while for 2017 the respective figures are 
growth of 2.4% and 2.3%. 
In addition to the aggregate growth forecasts in our central scenario, Table 3 presents our forecasts for 
GVA growth in 2015, 2016 and 2017 for three broad secWRUDOJURXSLQJVWKH³3URGXFWLRQ´³CRQVWUXFWLRQ´
DQG³SHUYLFHV´VHFWRUVRIWKH6FRWWLVKHFRQRP\ 
 
Table 3: Scottish GVA growth (%) by sector, 2015 to 2017 
 
2015 2016 2017 
GVA 1.9 1.9 2.2 
    
Production 0.7 1.0 1.0 
Construction 6.0 2.8 2.8 
Services 1.6 2.0 2.0 
Source: Fraser of Allander Institute forecasts, March 2016© 
Employment and unemployment 
Detailed commentary on recent developments in the Scottish labour markets can be found in the 
Overview of the Scottish Labour Market section of this Commentary. Here we present our forecasts for 
the number of employee jobs in the Scottish economy. We forecast the number, sectoral breakdown and 
percentage changes in employee jobs at the end of 2015, 2016 and 2017 respectively, as well as the 
ILO measure of unemployment over the same period. 
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The most up to date employee jobs series for Scotland shows that there were 2,386,000 employee jobs 
in Scotland in the third quarter of 2015, an increase of only 1,000 jobs from the end of 2014. There were 
66,000 and 37,000 employee jobs added in 2013 and 2014 respectively, while there were overall falls in 
the total number of employee jobs of 1,000 and 25,000 in the two previous years. 
 
Table 4: )RUHFDVWVRI6FRWWLVKHPSOR\HHMREVµVH[FHSWZKHUHVWDWHGDQGQHWFKDQJHLQHPSOR\HH 
jobs in central forecast, 2015 to 2017 
 2015 2016 2017 
Total employee jobs, Dec 2,415,200 2,452,000 2,498,850 
Net annual change (jobs) 31,200 36,800 46,850 
% change from previous year 1.3 1.5 1.9 
    
Agriculture (jobs, 000s) 25 25 26 
Annual change 450 -50 650 
Production (jobs, 000s) 259 264 269 
Annual change 3,700 4,800 5,450 
Construction (jobs, 000s) 140 142 144 
Annual change 1,200 1,500 2,000 
Services (jobs, 000s) 1,991 2,021 2,060 
Annual change 25,850 30,550 38,800 
 
Note: Absolute job numbers are rounded to the nearest 50.  
Source: Fraser of Allander Institute forecasts, March 2016 © 
 
Our new forecasts for employee jobs are shown in Table 4, alongside a sectoral breakdown of employee 
job numbers. The number of total employee jobs is forecast to increase in each year, and the number of 
jobs added in 2015, 2016 and 2017 have been revised down slightly since our November 2015 
forecasts. The number of jobs at the end of 2015 is now forecast to be 2,415,200, an increase of 1.3% 
during 2015. Our new forecast is that the Scottish economy will add 36,800 jobs in 2016, down by 
around 9,000 from our November forecast, with a net of 46,850 jobs added in 2017, down by almost 
8,000 from our November forecast. The net change in employee jobs, consistent with our upper, central 
and lower forecasts, is shown in Table 5.  
 
Table 5: Net annual change in employee jobs in central, upper and lower forecast, 2015 to 2017 
 2015 2016 2017 
Upper 35,650 50,700 79,400 
Central 31,200 36,800 46,850 
Lower 26,850 24,250 31,200 
    
 
Note: Absolute job numbers are rounded to the nearest 50.  
Source: Fraser of Allander Institute forecasts, March 2016 © 
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We present out forecasts for unemployment at the end 2015 and 2016 in our central scenario in our 
central forecasts in Table 6. In line with the forecasts produced since June 2013, we report the forecast 
number (and rate) of those unemployed using the International Labour Organisation (ILO) definition of 
unemployment. This is preferred to the claimant count measure as it gives a more complete picture of 
the extent of labour resources available for work but unable to find work, and so is a better measures of 
the level of spare capacity in the Scottish labour market. 
In November 2015 we forecast that the unemployment rate would fall to 6.2% by the end of 2015, with a 
level of unemployment of 169,150. The recent labour market data at time of writing (23rd February) 
indicates that the ILO unemployment rate in the final quarter was 5.8%, with a level of 162,000. Our 
latest forecasts for the unemployment rate in Scotland for the end of 2016 and 2017 are 5.7% and 4.8% 
respectively. Figure 5 shows the trajectory of the ILO Scottish unemployment rate since 2006 as well as 
our ILO unemployment rate forecasts under the central, upper and lower scenarios to 2017. 
 
Table 6: Forecasts of Scottish unemployment in central forecasts, 2015 to 2017 
 
2015 2016 2017 
ILO unemployment 162,000 153,350 159,850 
Rate (%)1 5.8 5.7 4.8 
    
 
Note: Absolute numbers are rounded to the nearest 50. 1 = Rate calculated as total ILO unemployment divided by 
total of economically active population aged 16 and over. The most recent labour market statistics are detailed in 
the Labour Market section. 
Source: Fraser of Allander Institute forecasts, March 2016 © 
 
Figure 5: Scottish ILO unemployment rate, 2009 to 2017 including forecasts from 2015 
 
Sources: ONS and Fraser of Allander Institute forecasts, March 2016  
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